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The most important theoretical argument concerning decentralization is that it can
make government more accountable and responsive to the governed. Improving governance
is also a central justification of real-world reformers. But the literature has mostly focused on
policy-relevant outcomes, such as education and health services, public investment, and fiscal
deficits. This paper examines how decentralization affects governance, in particular how it
might increase political competition, improve public accountability, reduce political instability,
and impose incentive-compatible limits on government power, but also threaten fiscal
sustainability. Such improvements in governance can help spur the broad historical transitions
that define development.

Local Government, Accountability, Political Competition, Instability, Limits on Power,
Health.
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59  Rodden; Jonathan Rodden, Gunnar Eskeland & Jennie Litvack, Fiscal Decentralization and the Challenge of Hard
Budget Constraints (Cambridge, MA: MIT Press, 2003).

60 Prudhomme; Rodden; Rodden, Eskeland & Litvack; Vito Tanzi, "Fiscal Federalism and Decentralization:
A Review of Some Efficiency and Macroeconomic Aspects,” in: Annual World Bank Conference on Development
Economics (Washington, DC: World Bank, 1995).

61  Sebastian Saiegh, "The 'Sub-National' Connection: Legislative Coalitions, Cross-Voting, and Policymaking in
Argentina," in: F. Fiorucci & M. Klein (eds.), The Argentine Crisis at the Turn of the Millennium: Causes, Consequences,
and Explanations (Amsterdam: Aksant Academic Publishers, 2004), pp. 107-126.
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Elinor Ostrom, Governing the Commons (Cambridge: Cambridge University Press, 1990).
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Working Paper, no. 2122, World Bank, 1999.
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